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In a consumer education brochure, the Federal Trade 
Commission traces steps that a family might take in fiancing an auto. 
Through the use of a case study comparison of the credit terms of two 
car dealers, explanations are given for terms such as annual 
percentage rate, credit life insurance, finance charge, and deferred 
payment price. Copies of contracts are shown to assist teachers in 
assembling their own copies of contracts in local usage, and 
discussion questions are raised that stimulate students to think in 
terms of using credit wisely. (EA) 
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thp: grey family finances an auto purchase 



Last summer the Grey family's old car finally went 
its last mile and had to be junked. The Greys needed 
another one, so Mr. Grey checked local newspaper ads 
for used cars. He finally saw two ads that interested 
him. Both were for the same kind of car and prices 
were identical. The Lucky Used Car Lot advertised 
credit terras, and required a $200 downpayment. But 
Wheels and Deals Used rars advertised "No Money Dcvm." 
That sounded good to Mr. Grey, so he paid Wheels and 
Deals a visit. 



(The ads Mr. Grey saw are on the next two pages.) 
(Examples 1 and 2) 
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At Wheels and Deals Mr. Grey looked the car over, 
liked it, and asked about terms for financing it. The 
salesman told Mr. Grey thgt he could pay $80»61 a month 
for 24 months, and gave him a contract that was already 
filled in. 

(The contract is Example 3.) 

The contract was a bit confusing to Mr. Grey, but 
right away he noticed a $200 downpayment included in 
the figures. He asked the salesman about this since 
"no money down'' was what had attracted him to Wheels 
and Deals in the first place. 

The salesman told Mr. Grey that the credit depart- 
ment could finance only $1,495 for him. However, he 
told Mr. Grey that he could borrow $200 for a downpaymen 
from a loan company down the street. Payments would be 
less than $20 a month for only 12 months. Mr. Grey 
thought about that, but decided he probably wouldn't 
need a loan. He had already saved about $200 which 
he could apply on a car. 



(The loan Mr. Grey could have taken out 
is shown as Examples 4 and 5.) 



On Ihis 



.15 



<lay of 



Cen feiL^StL... ItLOfliS SlJJSls.. ^. JUd^.., 



.<SU«et Addreu} i ..<CHy) . - _ (Coui;t>) . - ^ ^ — <SI»t0i 

S"'lih,.j PARnr— SniFR. hereby Bgrers to sell and 
/-> / / ^ i t ^ (Name) / (StreBt Audio's 

^l.Li'Un . ^'f: /^cuf^ fDn, 

(CUy) tCounty) (State) 

r> • >iiii^ iiiUMcsl In the fotlowing described property: 



, DHBTOM— BUYER, hereby agrees to buy and to grant lo SocuroiJ P rty j 



/i/llspd 1 Yr. Mod. j 


Make 


No, cyl. i 


Model No. 


Model Name 


Body Type 


1 Serial Number 


Motor Numb.'r 






^ 1 


9? 











It lid 10 



1^ M 



«~ri Autoniallc r — . 
y\\ Transmission | 1 Overdrive 



|AI Sleenng 



rnwor 
BftiKcs 



□ Towjir 
Windows 



, — J Air rnn- . OHim 
1 I dilionmg | j 



Ihis security interest is given to secure the payment and performance of the Debtor's obligations under this agreement and a|so to secure the payment of the Debtor's 
nhli^.tlions on a promissory note of even date executed by Debtor and made payable to Secured Party in the principal sum of., nin^ ncf) hu n dred Ihil^tZj 
-fci^r.^SjiUt ^&^.^Al£>.Q.^r7=rr:...^^^^ (t /73j/^ L3 ) payable in installments and maturing on the IS th day of 



1. C.ish Price 
'} ^••■.vn Payfiicnl 

J Ctish Down P.iyiiianl 
i.'ti) Irade In (Describe) 

lotal Down Payment 



CREDIT COST DISCLOSURE AS REaUIRED BY LAW 

% ^S^^OO 5. Unpaid Balance & Amount Financed 

6. FINANCE CHARGE (Composed of) ' ^ 

(6A) Time Price Dilferential $ O Vt -7<J 

(6B) Required Insurance (Itemize) 

_.- $ 

(6C) 



1 ii„„.,iH n=,i,nrl nf p,.h Pnra 5 I ll Q < f/^ 6- TOTAL FINANCE CHARGE $ 

3. Unpaid Salance of Casti Price % JH'f^ ' ^ 7. Deferred Payment Price (1, 4D & 6). .,. , ■.. $. 



^. Other Charges (Itemize) 
(4A) Non fipqiiired Insuf ancfi 




%^M^-. 

_$__ — z-'l 
. ^B) Official Fees A-/C^77SZ.../=^^:e $ ^[^4 ^3 

11). fota! Other Chafers $ ^.bj2.3 



8. ANNUAL PERCENTAGE RATE _1i51Z16j2% y o w / o 

9. Total of Payments (3. 4D^& 6) /yo U?0 

SLJf install luanls of $ oO^ Ll monthly hftKiniiiiir W 7f> 
LIABILITY INSURANCE COVERAGE FOR BODILY INJURY ANI] 



KNi)Ti;ori:Uii 

DAMAGE CAUSED, TO OTHERS IS NOT INCLUDED. Number of paymenli:. 
amounts thereof, due dales of each payment, and frequency Ihcioof a.c 
(lisclo^fld in Ihis tlociiiiient in Ihn nolo and security afiioonieiit. Ihn ilrr-nij. 
tion of pfopeily to wliicii a sncunty inloiest is claimcil ami gr.mliHl. Iln' l.i< t 
thit aftcracqufred property is also liened and that future advances and other indebtedness to the secured party are likewise secured by the so{ur«.y 
uiii-rest in said property is disclosed within this document in the security agreement. Lale du'irges of $5.00 or 5% of the payment, whichever is less, will hn 
th i/fied. Prepayment of the obligation nidy earn refund of the unearned FINANCE CHARGE as computed under Rule of 78s. 

INSURANCE 

P'" "ERfY INSURANCE, if written in connecMon with this extension of credit, may be obtained through any proper agent or company of choice hy Ijpi- 

, but if borrower desires such coverage to be obtained through or paid by creditor, the cost will be $ for the term of the credit, suhj'^ci 

fi'ily (0 rale Increases granted by slate officials, and such charge will be added lo the cost of the credit. 

':i l l)(r LIFE AND DISABILITY INSURANCE, is not required lo-obtain this extension of credit. If borrower desires such coverage thd costs as set out bdov; 
will be added lo the cost of the credit. 

1. The cost for Credit Life Insurance alone will be 5 - for the term of the loan. 

2. The cost for Credit Life and Disability Insurance will be % for the term of the credit. 



I desire Credit Life and Disability Insurance . 
I desire Credit Life Insurance — 



date 



ilgn«d 



: desire propeily insurance 
desire fJO insurance 



data 



SlilJt^'l 



datfi 



signed 



siRncd 



Par?y(ies) stipulate and agree that all provisions on the reverse siiffi hereof are incorporated herein by reference and- constitute a pail of Ihi.'; . 
Notice to Buyer: Do not sign this contract before you read it or if it contains any blank spares. You are entitled to an exact copy of the conliacl yn 
llndor ifie law, you have the right to pay off in advance the full amount due and obtain a partial r efund of the time price differential. 

Debtor acknowledges that or the day and year first above written, this agreement was executed and that on said day a fully completed copy of ti.i^ 
agreement executed by t>oth Secured Party and Debtor has been delivered to him. 

DEBIOR 



SFCURED PARTY 



iCorDOratlon or Pirtnerthip) 



(Name) 



ERIC: 



(CorporBtlon or Partnership) 



8y 



PROMISSORYNOTE 

- QL- JO-aUU^ Missouri _._JZ^^^ 

(Amount) (City) r I /fi 

FOR VALJJE^ RECEIVED, the undersigned joinliv^nd severaily^promise^to pay to the order o\^.jIlCL U, LdQil (P.Q • 

the sum oi :lIU0. JUUlA.l^ d^MUt^iUJ- T JjjiJp rh^ ' ^ l/gjO^Dollars %JX1$^X^ at the place- 
designated by the holder hereof, with interest after maturity untn paid at the rtiaxlmum lawful contract rate, in., .installments of \^ 

per ' ih, the first installment being due on , and each successive installment being due on the same day of each successive month, 

.n maker, guarantor, indorser and surety hereof waives presentment notice of dishonor, protest and notice of protest, and diligence in bringing suit 
hereon, and consents that the time of payment of this indebtedness or any or all installments thereof may be. extended from time to time and more than one 
time without notice and without affecting their liability. 

The undersigned agree that the holder hereof may charge and collect interest on each delinquent payment hereunder at a rate which shall not exceed the 
highest lawful contract rate. 

If any of the said installments, or any part thereof, are not paid when due, then the entire Indebtedness then remaining unpaid shall, at the option off 
the holder hereof, and without notice or demand, become immediately due and payable and the undersigned agrees to pay an attorney's fee of fifteen per cent 
(15%) of the balance due and payable under this note \'i same is referred to an attorney for collection after default, and further agrees to pay court costs in- 
curred in the coitection if attorney's fees and court costs are permissible by law. 

Witn Debtor's signature. ._ . 

„ , _ - - - - Debtor's signature 

®B-267 SomI Dodiworth Co. K.C 19^ 



SECURITY AGREEMENT 

(FOR DIRECT LOANS ONLY) 

— - W AU m H BY THtSt PRtSl NIS. that . : - OUj^ l^cl C^f'CU 

{H»m of Diblor) f 

,M,d,ng .1 36^ t) niQ/nl/'nc . SI hoUJ^ &- /£itf\i' /71a 

lActdrtli) (Clft) (Counl»l (SU'll) 



.ol.a^. loan a 

^ /} ^ I . - (N«me of Securid I 

^ (Aildr*:U) {City} ^ (Slalft) 



Hereinaltef (jomtly aricf sevei^iily i( there be more than one) called debtor, grants, conveys and gives lo X • t/* U CI f 1 LHO 

(f^sme of Secured Party) 



(City} ' (Sltto) 

hereinafter called secured party, 

rt SlCliRIFY INIt RtSI HI and to ttie lo^lowmg dewnbed property, hereinafter called collBreral, together with aN addinlons, replaccmenta, accessions and accessoiies thereto 
.IS tinted belaw or on the attached sheet which l^ incorporated herein: 



fur payment of a note or notes executed by debtor to secured party. 



1 Amount of Credit 
2. Other Charges (Itemized) 



CREDIT COST DISCLOSURE AS REQUIRED BY FEDERAL LAW 

1. FINANCE CHARGE (Composed of) 



3. Amount Finance^ {1 & 2) 



J . 

\ 

%J10D. 0.0 



A. Interest or Credit Cost 
B. 
C. 

4. TOTAL FINANCF. CHARGE 

5. Total of Payments 

6. ANNUAL PERCENUGE RATE «2^<, 



i oL msinllments of $ l^tfi^ monthly beginning HJLLOt /S a /C, ...... 

The number of payments hereunder, ttie amount of eactt payment, the due date of first and alt subsequern payments, and the frequency ol payments ace 
disclosed elsewhere on tliis documer^t witliin tlie body of the promissory note and security agreement. The description of the property to whict> a security 
interest is granted and claimed, Ihe fact that afteracqui:ed property is also liened and tfiat future advances and other indebtedness to the secured 
parly are likewise secured by the security interest in said property is disclosed within this document in the security agreement. Prepayment of the obli- 
gation entitles rctiind ol Ihe unearned FINANCr. CHARGE conipuled by Rule ol 78s. 



INSURANCE 

PkuPERIY INSURANCE, if written in connection with this extension of credit, may be obtained through any proper agent or company of choice by bor- 
rower, but if boi rower desires such coverage to be obtained through or paid by creditor, the cost will be $ for the term of tfie credit, 
subject only to rate increases granted by state officials, and such charge will be added to the cost of the credit. 

CREDif LIFE AND f)ISABILiTY INSURANCE, is not required lo obtain this extension of credit. If borrower desires such coverage the costs as set otJt below 
will be added to the cost of the credit. 



1 The cost loi Credit life Insurance alone will be \ 
2. fhe cost for Credit Life and Disability Insurance will be $ 
desrre Credit Life and Disability Insurance 



date 



ilsned 



for the term of the loan. 

for the term ol the credit. 
I desiic property insurance 



dttt 



ilgnad 



desire Credit Life Insu^ancf 



desire NO Insurance 



tiinad 



dttt 



ilfnid 



Pirty<ie$) stipulate and agrees that all provisions on the reverse sid«( hereof are incorporated herein by reference and constitute a part this agreement 



Signed and delivered the date first atrave written and debtor hereby acknowledges receipt of a copy of the security agreement, (iromissoiY fwte. credit 
disclosure and insurance disclosure, all completely filled out and executed. 



Dtbtor 



lERLC 
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Corporition or Ptrtnefthlp 

By: C^L->'-^jLtc.^ S 



Mr. Grey looked at the car contract again, 
saw a charge for credit life insurance, and 
asked about it. The salesman quickly told him 
that the insurance really was a good thing to 
have . 

Finally Mr. Grey noticed the words ANNUAL 
PERCENTAGfi: RATE and asked what they meant. The 
salesman told him that was a term required by 
the Truth in Lending Law, but really didn't mean 
a thing. He told Mr. Grey that the only important 
figure was the amount he would owe on the car - 
and that was $1,934.63. That was a lot of money, 
and Mr. Grey decided to think things over before 
signing the contract. 



What has Mr. Grey learned so far? 

1. What did he find out about the ^'no money down" ad ? 
It wasn't honest because a downpayment really was 
required. Mr. Grey was tricked. 

REMEMBER - "No money down" is an attention-getter 
in an advertisement. Seldom can a large purchase 
be made on credit with nothing down. 
(It also was a violation. The Truth in Lending 
Law says you must advertise meaningful credit 
terms or advertise none at all. It specifies 
just what is required*) 

2. VJas the salesman really helpful ? 

No. He wanted to make the sale. He didn't really 

I 

answer Mr. Grey's questions. He wasn't interested 
in Mr. Grey's welfare - and he led him to believe 
things that weren't so. 

3. Did he say that credit life insurance was required ? 
No, but the charge was included. That made it 
appear that it was required. Was it? Let's look 
at the contract (Example 3) and find out. 

4. Do you think it's a good idea to be handed a contract 
that is already filled in ? '. '~ 

No. You ought to be very suspicious. There must be 

some reason. Be sure to see what other charges are 

included. What if the contract is BLANK? DON't SIGN 

UNTIL YOU REE ALL COSTS OF THE SALE!!! 



5. If Mr, Grey had taken out a $200 loan, what would 
his payments have been ? (See Loan Disclosure - 
Example 5) 

Lban payments - $19.16 (12 months) 

Car payments - $80.61 (24 months) 

T^tal per month 

for 12 months - $99.77 



Financing a downpayment makes a deal very costly! 



6. (Discuss location of disclosures on loan contract 
- Example 5) 

Is insurance required here ? (Read from contract.) 



7. Do you think the la w would require using the term 
mhkl PERCENTA(^E RATE it it Had no meaning ? 

No, but remember that terra. We'll find out about 

it later. 



Let's continue with our story 



ERIC 
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Mr. Grey started home, and them remembered that 
the Lucky Used Car Lot had advertised a car like the 
one he had just seen. The ad had stated a lot of 
terms - one was ANNUAL PERCENTAGE RATE - but he had 
forgotten what they were. He decided to go to 
Luckys and see how the credit terms there compared with 
those offered by Wheels and Deals. 

The salesman at Luckys showed Mr, Grey the car, 
and asked if he had seen their ad. Mr, Grey said he 
had, but confessed that he hadn't really understood 
all the terms. The salesman then got a blank contract, 
sat down with Mr. Grey and explained the credit; terms, 
and pointed out that some of them could be used to 
great advantage by a shopper. 

(The blank contract is Example 6 - next page.) 

He told Mr. Grey that he should always look for 
four things when buying on credit, and made a check 
mark beside each as he described it. - 

•First, look for the CASH PRICE. You ought to know 
what the price would be if you were paying cash. 



ERIC 
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SECURITY AGREEMENT AND RETAIL INSTALLMENT SALE CONTRACT (instaument sale of motor veh(cu) 



On inr* 



day of 



19-^ 



(Stra«t Addriii) 

SECURED PARTY^-SELLER. hereby agrees to sell and. 



(City) (County] 
Security interest in the following described property: 



<Clty) 



(Nama) 



(County) 



(Stata) 



(Name) 



(SUta) 



(Straat Addreaa) 

.... OCBTOR— BUYER, hereby agrees to buy and to grant to Socurod Party a 



New/Used ! Yr. Mod. j 

L 1 1... 


Make 


No. Oil 


Model No. 


Modei Name 


Body Type 


Serial Number 


Motor Number 



















□ 



Radio 



□ 



Heater 



□ Automatic j — . | — . Power | — . Power r — i Power i — ■ Air Con- ■ — . 
Transmission I | Overdrive | | Steering | | Brakes I | Windows | | ditioning | | 



Other 



This security interest is given to secure the payment and performance of the Debtor's obligations under this agreement and also to secure the payment of the Debtor'i 

oblfgatiofjs on s promissory note of even date executed by Debtor and made payable to Secured Party in the principal sum of 

• ■ - - . -. ~ Dollars ($ ) payable in installments and maturing on the^.. .^; day of_ 

. 19 . .. . 



Cash Price 

/n Payment 
uA) Cash Down Payment 
(2B) Trade In (Describe) 



CREDIT COST DISCLOSURE AS REQUIRED BY LAW 

. . . $ 



Total Down Payment 

Unpaid Balance of Cash Price 
Other Charges (Itemize) 
(4A) Non Required Insurance 



Unpaid Balance & Amount Financed 
FINANCE CHARGE (Composed oO 

{6A) Time Price Differential 

(68) Required Insurance (Itemize) 



{6C) 



(46) Official Fees 

m -.- -.-^ 

4D. Total Other Charges 



6. TOTAL FINANCE CHARGE 

7. Deferred Payment Price (1, 4D & 6)., 

8. ANNUAL PERCENTAGE RATE 

9. Total of Payments (3, 4D & 6) 

-installments of $ monthly beginning. 



LIABILin INSURANCE COVEMGE FOR BODILY INJURY AND PROPERTY 
DAMAGE CAUSED TO OTHERS IS NOT INCLUDED. Number of payments, 
amounts thereof, due dates of each payment, and frequency thereof are 
disclosed in this document in the note and security agreement. The descrip- 
tion of property to which a security interest is claimed and granted, the fact 



that afteracquired property is also liened and that future advances and other indebtedness to the secured party are likewise secufed by the security 
interest in said property is disclosed within this document in the security agreement. Late charges of $5.00 or b% of the payment, whichever is less, will be 
charged. Prepayment of the obligation may earn refund of the unearned FINANCE CHARGE as computed under Rule of 78s. 



INSURANCE 

f £RTY INSURANCE, if written in connection with this extension of credit, may be obtained through any proper agent or company of choice by bor- 
rower, but if borrower desires such coverage to be obtained through or paid by creditor, the cost will be $ for the term of the credit, subject 

only to rate increases granted by state officials, and such charge will be added to the cost of the credit. 

CREDIT LIFE AND DISABILITY INSURANCE, is not required to obtain this extension of credit, if borrower desires such coverage the costs as set out below 
will be added to the cost of the credit. 

1. The cost for Credit Life Insurance alone will be % :for the term of the loan. 



2. The cost for Credit Life and Disability Insurance will be %- 
I desire Credit Life and Disability Insurance. 



dtta 



signed 



I desire Credit Life Insurance. 



for the term of the credit. 

I desire property insurance.. 

I desire NO Insurance 



ditfl 



stoned 



ditt signad daU signed 

Party(ies) stipulate and agree that all provisions on the reverse side hereof are incorporated herein by reference and constitute a part of thb agreement. 
Notice to Buyer: Do not sign this contrKt before you read it or if it contains any blank spaces. You are entitled to an exact copy of the contract you sign. 
Under the law, you have the right to pay off in advance the full antount due and obtain a partial refund of the time price differentiaK 



Debtor acknowledges that on the day and year first above written, this agreement was executed and that on said day a fully completed copy of this 
agreement executed by both Secured Party and Debtor has been delwered to him. 

party . debtor 



(Nanit) 

O 

^ itton Of Partnership) 





(Name) 



PARTIES HEREBY WARRANT AND COVENANT: 

1. That Debtor will not s«ll. offer to sell, or otherwise transfer or encumber the collateral or any interest therein without the prior written consent of * ecured 

r any. 

2. That Secured Party will procure the insurance cowerage designated above herein the proceeds therefrom to be payable to the Secured Party and Debtor as their 
inteiesh appear. If insurance other than insurance on motor vehicles is designated above herein, Debtor shall be covered thereby. In the event of any defautt undor thii 
agreement, the Secured Party Is authorized to cancel the said insurance and to receive the return premiums, if any, which shall be either credited to the unpaid boUnc« 
doe under this contract, or used to purchase insurance protecting the interest of the Secured Party alone, or used for both, whichever Secured Party elects. 

3 That Debtor wilt preserve the collateral and keep it in good condition, and shall atiow the Secured Party to inspect the same at any reasonable time. 
4. That Debtor shall not sell or dispose of the collateral or subject it to any unpaid charge or any subsequent interest of i third person, unless the Secured Party 
first gives written consent to such. 

5- IMJ]L*_.,?fi^M^ P^rty may at the Secured Party's option discharge liens, security interests, or other encumbrances on the collateral, and may pay for the repair 

of any damage to the collateral, the maintenance and preservation thereof and for insurance thereon, and upon so doing Debtor shall on demand reimburse the Secured 
Party for any payment so made. Said oayments advanced shall draw interest at eight percent (B%) per «nnum from the date of payment until reimbursement, shall be 
Hdded to the indebtedness owed by Debtor and shalKbe secured by this Security Agreement. 

6. That Ihe Debtor's residence Is: 7. That the Secured Party's place of business is: 

□ address shown in the first paragraph herein. Q At the addfRSS shown in the first paragraph herein. 

n *t □ At 

(Street) (City) (SUto) (Street) (City) (SUte) 

8. that the Debtor shall not permit the removal of the collateral from . ±_ County, Missouri, except for its temporary 

removal rn connection with its ordinary use. without first obtaining written consent of the Secured Party. 

9. That the Debtor shall be in default under this agreement upon: 

A. Default in the payment or performance of any obligation, covenant or liability contained herein; 

8- Reasonable determination by Secured Party that any warranty or representation herein made was false when made; 

C. Loss, theft, substantial damage, destruction, sale or encumbrance of any of the collateral, or the making of any levy, seizure or attachment thare 

D. Death, dissolution, termination of existence, insolvency or business failure of Debtor, or appointment of a receiver for any part of the collateral, assignment for 
the benefit of creditors or the commencement of any proceeding under any bankruptcy or insolvency law by or against Debtor or any guarantor or surety for Debtor. 

10. Upon such default and at any time thereafter, the Secured Party may declare alt obligations secured hereby immediately due and payable and may proceed to 
enforce payment of the same and exercise any and all rights and remedies provided by the Uniform Commercial Code as well as all other rights and remedies possessed by 
the Siecurcd Party. The Secured Party may require the Debtor to assemble the collateral and make it available to the Secured Party at a Place designated by Secured Party 
which is reasonably convenient to both parties. Expenses for retaking, holding, preparing for sale, selling and the like shall include the Secured Party's reasonable attorno/s 
fees and legal expenses. Any notification of sale or other (disposition of the collateral required to be given by the Secured Party will be sufficient If given personally, or 
mailed by certified mail, not iess than five (5) days prior to the day on which such sale or other disposition wilt be made, and such notification shall be deemed reasonable 
notice. 

11. No waiver by the Secured Party of any default shall operate as a waiver of any other default. 

12. The contents of the copy of the financing statement found immediately preceding this Security Agreement are incorporated herein by reference and maae a part 
hereof. 

la^^Upon full performance of the Debtor's obligations under this agreement and full payment of the Debtor's obligations on the promissory note herein described, 
this' agreement shall be void, otherwise to remain in fuH force and effect. 

24. The terms of this agreement shall be binding upon the heirs, executors, administrators, successors, and assigns of the pailies hereto. 

ASSIGNMENT 

For value received, the within agreement and all the right, title and interest of the undersigned Secured Party, to the property therein described and secured, is 
hereby sold, transferred, conveyed and assigned to: 

its successors and assigns, with full authority to do every act and thing necessary to collect and discharge the same. The undersigned expressly warrants that the within 
agreement arose from the bona fide time saie to the Debtor of the property described therein and secured thereby, that the title to said property at the time of said sale 
was vested in the undersigned free and clear of all liens and encumbrances, that the undersigned had the legal right to and did properly assign and deliver such title as well 
as said property to the Debtor at the time of said sale, that said properly was not misrepresented to the Dtbtor in any way and thai the state mints of the Debtor and aff other 
statements of fact in this Security Agreement are true to the best of the knowledge and belief of the undersigned, and that the down-payment Indicated in said agreement 
was paid in full by Debtor in cash or trade (n as stated therein. The above agreement and above described note were completely executed prior to Debtor's signing the 
same. All warranties- herein contained are made to induce the assignee to purchase this agreement and if there is any breach of any warranty, without regard to the know!- 
edge or lack of knowledge of the undersigned, the undersigned will on demand purchase this agreement from the assignee for the balance then remaining unpaid plus any 
costs and expenses paid or incurred by the assignee. 

SECURED PARTY . 

(Corporation or Partnership) 



(Nifne) ' ' * ' ^ By. 




• Second, look for the FINANCE CHARGE, It is the 
CHARGE for paying later - the cost of credit in 
dollars . Then - decide whether paying later is 
worth that many dollars. He said it was very 
important to think about this charge, and that 
was why the term was more conspicuous on the 
contract than most of the other credit terms. 

.Third, look for the DEFERRED PAYMENT PRICE. 
That's the CREDIT price. It includes the cash 
price, the finance charge, and other charges 
that you might or might not have to pay if you 
paid cash. You need to think about the CREDIT 
PRICE, and decide if paying later is worth that 
much money. 

•Fourth - and VERY important - look for the ANNUAL 
PERCEI^ITAGE RATE. It is the charge for paying 
later - the finance charge expressed as a percent- 
age. The LOWEST annual percentage rate is ALWAYS 
the best credit term buy, regardless of the amount 
of the debt or the time it takes to repay it. He 
showed Mr. Grey that the words were conspicuous on 
the contract - and told him to always look for 
that term. He said Lo COMPARE annual percentage 
rates on credit deals , and to always choose the 
lowest one if you want to GET THE MOST FOR THE LEAST 
AMOUNT OF MONEY. 



Next the salesman told Mr* Grey that he could 
finance the car for 24 months at $77 .50 a month, 
exactly as the advertisement had stated. Then he 
filled out a contract to show all the costs for the 
car. As he did so, he discussed other charges. He 
pointed out that credit life insurance could be 
purchased, but was not required, and Mr. Grey decided 
he wouldn't need it. When the salesman had finished 
filling in the contract, Mr, Grey saw that the Deferred 
Payment Price was a lot more than the Cash Price. (The 
difference was $365.) Even so, he could easily see that 
Lucky 'is terms were better than those offered by Wheels 
and Deals - and - 

LUCKY 'S ANNUAL PERCENTAGE RATE 
WAS LOWER! 



(Lucky *s contract is Example 7 - next page.) 



5tUUKtlY AUKtbmtNl ANU KtlAIL INi» I ALLMtNi SALt CONTRACT (INSTALLMENT SAU OF MOTOR VEHICLE) 

' ' u^...... ...S7^,'n^.d..,-._-jr].o 



On .iL f:^. 



f <StftQt Addrtu) I « 

S» i:iim 0 mnr sn LER. hereb/ flgfflOJ to sell and tXi 

bV. /^r^//5 ^..lAe^uL^. 

{City} (Counly) 
S«'rtiri(y inleiest In the following described property; 




(Coufliy) 



(jxeii . . 

\N*mfl) / (Stf09t Address) 

lilD , . DEBTOR— BUYER, hereby agrees to buy and to grant to Secured P riy 



(StAte) 



N< w;ihi>d I Yr. Mod. 



Make 



No. CyL 



Model No. 

9S 



Modet Name 



Body Type 



Sorlal Nunibor | Motor Numb'-r 



R<)dio 



jWi rW Automatic ■ — . Power 
1X1 Healer [XI Transmission | | Overdrive Steering 



jXl Brakes 



□ Power 
Windows 



I — I Air Con- 
I I dilioning 



□ 



Other 



i; this security interest is given to secure the payment and performance of the Debtor's obligations under this agreement and a|so to sect^re the payment of the Debtor' 
ohligalions on a promissory note of even date executed by Debtor and made payable to Secured Party in ttie principal sum of. 

^/ y/i/ „~~: — .""^rrrrr.^Iir':. — ". — Dollars (% /T'^O' 06 ) payable In inslallments and mHliiiIng on th« LS^. Avi . jsJ.JJ^.Lt^ 
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1. Cash hice 
twn Paymcfjt 
A) Cnsh Down Payment 
Trade In (Describe) 



CREDIT COST DISCLOSURE AS REQUIRED BY LAW 

Ofy 5. Unpaid Balance & Aniounl Financed . 



. Total Down Payment $ ^ 00^ O O 

3. Unpaid Balance of Cash Price % 14 7^* C>0 



$- 
$^ 
$ 

(6C) „ . ^.^^^ %\ 

6. TOTAL FINANCE CHARGE 



6. FINANCE CHARGE (Con^posed of) 

(6A) Time Price Dillcrenlial 

(6B) Required Insurance (Itemize) 



4 



Other Charges (Itemize) 
(^A) Non Required Insurance 



m) OUicial Fees 
(40 

'liy Total Other Charges 



£v1 



Qe^n^.f^.e. $ X3^I1S> 



7. Deferred Payment hice (I. 4D & 6).... %.JU1JpJL]^0 

8. ANNUAL PERCENTAGE RATE ^Oi/fO % , ^, ^ 

9. Total of Payments (3. 4D & 6) %..Jltp^O 

instalhiienls of $ /^ ,5Z^onthly bej:inninj^ / 

LIABILITY INSURANCE COVERAGE FOR BODILY INJUiiY m) PliOl^iiUiV 
_ DAMAGE CAUSED JO OTHERS IS NOT INCLUDED. Niimbei of |iriym«^nl'.. 

$ amounts thereof, due dales of each payment, and frequency thcieol aie 

$ 2,'!Xj (DO disclosed in this document in the note and security agiecmftnt. m. dcsnip- 

tion of properly to which a security interest is claimed and p/antcd. the fm.l 
Ih.il afleiacquired properly is also Hened and that future advances and other indebtedness to the secured parly are likewise secured by the sccinily 
fcst in said properly is disuluj»eu within this document in (he security agreement. Late charges ol $5.00 or 5% ol the payment, whichever is less, will be 
ch.^igcd. Prepayment ol the obligation may earn refund of the unearned FINANCE CHARGE as computed un der Rule of 78s. 

INSURANCE 

'ERTY INSURANCE. I( written in connection with this extension of credit, may be obtained through any proper agent or company of choice by boi- 

rower, but if borrower desires such coverage to be obtained through or paid by creditor, the cost will be $ for the term of Ihe credit, sulij-icl 

only to rate increases granted by state officials, and such charge will be added to the cost of the credit. 

r.lil DiT LIFE AND DlSAniLIIY INSURANCE, is not required to obtain this extension of credit. If borrower desires such coverage Ihfi costs as set out \^^^^^y 
will be added to Ifio cost ol the credit. 

1. The cost lor Credit Life Insurance alone will be %. . '. for the lerin ol the loan. 

2. The cost for Credit life and Disability Insurance will be $ for the term of the credit. 



desire Credit Life and Disability Insurance 
desire Credit Life Insurance 



daitt 



desire property insurance 



d«tfl 



data 



signed 



I desire NO Insurance 

date 



SlRH^d 



Party(ies) stipulate and agree that alt provisions on the reverse side hereof are incorporated herein by reference and constitute a part of this n^;! . 
Notice to Buyer: Do not sign this contract before you read il or if it contains any blank spaces. You are entitled to an exact copy of the conliacl ynn v? 
Under the law, you have the right to pay off in advance the full amount due and obtain a partial refund of the time price dIfferentiaL 



Debtor acknowledges that on the day and year first above written, this agreement was executed and that on said day a fully completed copy of ll.i-, 
agreement executed by both Secured Party and Debtor has been delivered to him. 

-^-^.URED PARTY DEBTOR 



ERIC 



itlon or PirtnersMp) 



(Name) 

(Corporation or Partnership) 

By 



Let's stop and compare deals - 

1. How many monthly p ayments does each contract call 
lor ? ~" ^ — "-^ 

2. Which costs are. the same on both contracts ? 
The Cash Price and the Downpayment. 

3. Which costs are higher at Wheels and Deals ? 
Everything else - Other charges, amount financed, 
finance charge, total of payments, deferred pay- 
ment price, monthly payments. And, of course, 
the ANNUAL PERCENTAGE RATE! 

4. What made the difference ? 

The amount of the "Other Charges." Actually, the 
charge for credit life insurance, 

5. What did the salesman tell Mr. Grey about credit 
life insurance? 

The purchase of credit life insurance depends on 
the needs of the consumer, unless the contract 
states that it is required. 

6 . If you make a bigger downpayment, will the finance 
charge be less ? ' 

Yes. The less dollars you finance, the lower the 
finance charge. 

7. If the amount financed is reduced, what happens to 
the finance charge ? 

It goes down. The finance charge is based on the 
amount financed. Again, the less dollars you finance, 
the lower the finance charge. . 

ERIC 
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What is the quickest and easiest way to see yyhich 
is the better deal? 

Compare ANNUAL PERCENTAGE RATES. 

What do you think of Lucky 's ad (Example 1) ? 

It was truthful - meaningful - would help when 

shopping for credit. 

What four things did the salesman say to look for ? 
Cash Price, FINANCE CHARGE, Deferred Payment Price 
and ANNUAL PERCENTAGE RATE. 

(Refer to blank contract. Example 6. Suggest that 
these four important credit terms be checked on 
the blank contract. Then mention and point out 
the location of various other kinds of information 
such as : 

Payments - number, amount, due dates 

Penalty for Late Payments 

Refund if debt is paid off early 

Insurance 

Security 



8. 



9. 



10, 



Our story continues 



Mr. Grey was about ready to buy the car when the 
salesman suggested another choice. Mr. Grey could 
pay for the car in 18 months at $98.33 a month. The 
salesman filled out a contract, just to show Mr, Grey 
the very real difference between his choices, 
Mr. Grey immediately noticed that the ANNUAL PERCENT- 
AGE RATE WAS MUCH LOWER ON THE 18-MONTH PLAN. Also, 
he saw that he could save nearly $100 on the FINANCE 
CHARGE by making the higher monthly payments for fewer 
months , 

(Lucky 's 18-month contract is Example 8) 

At that point Mr. Grey was convinced that he should 
buy from Luckys , Not only had he been offered better 
deals there, but also he had learned how really easy 
it is to SHOP FOR CREDIT. 

Mr. Grey considered his choice of payment plans, 
and finally decided on 24 months. Although the other 
plan would certainly save money, he felt it v;as more 
important to be sure he could meet his monthly payments 
than it was to reduce his finance charge. If he couldn't 
afford the higher payments, he might lose his car. 



SECURITY AGREEMENT AND RETAIL INSTALLMENT SALE CONTRACT onstallmemt saie of motor veiucld 

On (hit L5 .day of tJ.ULu , 19//^ . . 

^ (Straet Addrasi) . * 



(Straet Addresi) 
'^f riiiin) pARnr-SfUFR. hereby egrees to sell and . . 

(City) (County) 
S'MU( ly infRfcst In Ihe foJIowing described property: 



siic^i^... ma.""'" ^ 



ma. 

ilm 



(Stata) 



. DfBTOH— BUYER, iiareby agrees to buy and to grant to Secured r.nly 



fi.-vN iiv»d 1 Yr. Wod. 1 


Make 


No. Cyl. 


Model No. 


Model Nam a 


Body Type 


Serial Number 


Motor Number 


im ! / 1 




^ 


9^ 











i}^ Knrtio (2 Healer Transmission Q Overdfive PCl 



Power 
Steering 



Power 
Brakes 



□ 



Power 
Windows 



□ Air Con- 
ditioning 



□ 



Other 



inis security interest is given to secure the payment and performance of the Debtor's obligations under this agreement and also to secure the payment of the Debtor 
ohiiKstions on a promissory note of even dale executed by Debtor and made payable to Secured Party in the principal sum nf ^^i^^^ nti ^ ,i /nU^rl j^^^ c-/ 
3\th-j A/'ldC ^..k^iL. ^9//0<^ -rzzr.. Dollars {% f7^9* payablo in inslallmenis and maturing on the-^i /5^- ,day of 



CREDIT COST DISCLOSURE AS REQUIRED BY LAW 

%JJaS^lW 5, Unpaid Balance & Amount Financed ^ IS/ 7 CO 

$ 



O.Kh Price v 

■vm Paynient *-')r\r\ ^ 

(.•A) Cash [)own Payment $ alDOiQl) 

aW) hade in (Oescdbe) 



folal Down Payment 



$ =ZII_ 

ZZZ~ZIZZZ,. t 2of)fOo 

X Unpaid Balance of Cash Price 

4. Other Charges (Itemize) 
('tA) Non Required Insurance 

$ ~ — 

. „ . . . , $ . „ — ; 

('Hi) Official Fees LlCeO-^G,. f^<..^-. %^^j2^x,C1A, 

(40 . .. t ._-:,r=:=:rr:-_ 

'ID. Total Other Cfiarges . %.,.Q.^.CX-^(X 



FINANCE CHARGE (Composed of) 

(6A) Time Price Differential 

(6B) Required {■.■jsurance (Itemize) 



(60 

TOTAL FINANCE CHARGE.. 



$- 

$- 



7. Deferred Payment Price {1. 40 & 6) S 1^1^. 'Q'U 



8, ANNUAL PERCENTAGE RATE 

9. Tot^l of Pnyments (3. 40 & 6) %^I7A 

y % of $ 33n^nnthly ti^.^inniiif. ^//^ 

UAOILITY INSURANCE COflERAGE FOR BODILY INJURY AND PliOrt itlV 
DAMAGE CAUSED. TO OTHERS IS NOT INCLUDED. Number of pnymenls. 
amounts thereof, due dates of each payment, and frequency thereof ;iio 
disclosed in this document in the note and security aKrecmcnl. The flnsciip- 
tion of property to which a security interest is claimed and granted, the ht I . 
ili.U afleracnuired properly is also liened and that future advances and other indebtedness to the secured parly are likewise secured by the sncuiity 
Mit^Most in said pioj^eily is disclosed within Ihls document in the security agreement. Late charges ol $5.00 or 5% of the payment, whichever is less, will be. 
•;li,iif,nd. Prepayment of the obligation may earn refund of the unearned FINANCE CHARGE as computed under Rule of 78s. 

INSURANCE 

■TRIY INSURANCE, if written in connection with this extension of credit, may be obtained through any proper agent or company of choice by bnr 

fftMiv. bul if bnfrowcr desires such coverage to be obtained through or paid by creditor, the cost will be . for the term of the credit, subjnct 

'I'liy lo rale inrrn^isrs j:f;m{cd by stale officiafs, and such charge will be added to the cost of the credit. 

LIFE ANl) OlSAniillY INSURANCE, is not required to obtain this extension of credit, If borrower desires such coverage Ihfi costs as set out brlov. 
•<^'<H be added to Ifie cost of the credit. 

1. Fhe cost fnr Credit Life Insurance alone will be $ . for the term of the loan. 

2. The cost for Credit Life and Disability Insurance will be $ .for the term of the credit. 



desire Credit Life and Disability Insurance, 
desire Credit Life Insurance ^ 



data 



signed 



desire property insurance. 



data 



signed 



data 



signed 



I desire NO Insurance 

date 



P,irty(ies) stipulate and agree that all provisions on the reverse side hereof are incorporated herein by reference and constitute a part off this aitr^: :n ; 
Nntice to Buyer: Do not sign this conlraci beffore you read it or iff It contains any blank spaces. You are entitled to an exact copy off the contract ymi ri; 
Under the law, you have the right to pay off in advance the full amount due and obtain a partial refund of the time price differential. 



>Debtor acknowledges that on the day and year first above written, this agreement was executed and that on said day a fully completed copy off tiii 
agreement executed by both Secured Party snd Debtor ims been delivered to him. ;\ 



URED PARTY 



(Name) 

ERIC 

iiy 



DEBTOR 



(Name) 



Ofl or Partnefihlp) 



\ 



(Corparatlon or P«rtner»hlp) 

By - 



After all decisions were made, Mr. Grey read 
his contract carefully, asked questions about 
things he didn't understand, and then signed. 
The salesman gave him a copy of his contract 
and the keys to his new car. Breathing a sigh 
of relief, Mr. Grey drove away - a happy car owner. 



ERLC 
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Let's look at Lucky' s 24-inonth payment plan versus 
the 18-month payment plan - Example 9 - Know the $ 
Cost of Credit - 

This chart compares the 24'-month plan with 
the 18-month plan. What is the charge for 
paying later in each case? 

1. How much is the finance charge for each? 

24 monthly payments - $343.00 
18 monthly payments - $?52.94 

$ 91.06 

Mr. Grey could have saved $91.06 if he could 
have handled the higher payments. 

2. What is the annual percentage rate for each ? 

24 monthly payments - 20.40 
18 monthly payments - 15.25 

REMEMBER - You can save money if you can make 

higher payments for a shorter period 
of time. 



ERIC 
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KNOW THE $ COST OF CREDIT 



It costs monciy to use credit. The following formulas are good 
to remember when shopping for credit: 

Higher monthly payments + lower no. of months = lower finance charge 
Lower monthly payments -f higher no. of months = higher finance charge 



Compare Costs; 


Deal A 


Deal B 


Monthly terms 


Pay $77. 50 a 
month for 24 
months 


Pay $98. 33 a 
monxn lor lo 
months 


Cash price of car 
Subtract cash downpayment 
Unpaid balance of cash price 
Add other charges 
Amount financed 


$1695. 00 
200.00 
$1495. 00 
22.00 
$1517. 00 


200. 00 
$1495.00 
22. 00 
$1517. 00 


Monthly payments 
Times no. of payments 


$77. 50 a month 
X 24 


$98. 33 a month 
X 18 


Total of payments 
Subtract amount financed 
Finance charge 


$1860. 00 
1517. 00 
$ 343.00 


$1769. 94 
1517. 00 

$ 252; 94 


Finance charge = the $cost of credit 




Annual percentage rate 


20. 40% 


15. 25% 


Annual percentage rate 


= the cost of credit 
as a percentage 


expressed 



ERIC 
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Mr. Grey was exposed to four credit deals, as shown below- 



ANNUAL 
PERCENTAGE 
RATE 



Financing $200^00 12 months 



26. 50 



Financing $1, 560. 23-24 months 



21. 60 



Financing $1, 517. 00-24 months 



20. 40 



Financing $1, 517.00-18 months 



15. 25 



Which is the best credit deal? 

Check the ANNUAL PERCENTAGE RATE. It's the ONLY way 

you can compare these deals. The LOWEST ANNUAL PERCENTAGE 

RATE is the BEST credit cost deall 



Three things are necessary to using credit WISELY. You must - 

. Know how much credit you can AFFORD 

LEARN the new credit terms 
. SHOP for credit 

DID MR, GREY USE CREDIT WISELY? 



REMINDERS - 

. Advertising is sometimes misleading. 

• You can seldom make a large purchase on credit 
with nothing down. 

. Pay as much down as you can. 

. Check and understand ''other charges." 

• If credit life insurance is not required, 
buy it only if you need it. 

. You can reduce your $ cost of credit (finance 
charge) by paying higher monthly payments for 
a shorter period of time. 

AND - THE BIG THREE - 

. The FINANCE CHARGE is the dollar charge for 
paying later. 

Is paying later worth that many dollars? 
. Use the ANNUAL PERCENTAGE RATE to get the most 

for the least amount of money. It's the ONLY 

way you can compare credit deals. 
. The DEFERRED PAYMENT PRICE is the CREDIT PRICE. 

It Includes the cash price, the finance charge, 

and other charges. Is paying later worth that 

much money? 




